ORDER No.: A03-119

STATE OF NEW JERSEY
DEPARTMENT OF BANKI NG AND | NSURANCE

IN THE MATTERS OF THE UNSATI SFI ED CLAI M ) ORDER
AND JUDGVENT FUND' S 2003 ASSESSMENT FOR )
FI SCAL YEAR 2004, AND THE TRUE- UP ACCOUNTI NG ON)
THE UNSATI SFI ED CLAI M AND JUDGVENT FUND' S 2001 )
ASSESSMENT FOR FI SCAL YEAR 2002 )

The Unsatisfied Caimand Judgnent Fund Law (Law), N.J.S. A 39:6-61, et
seq., requires an annual calculation by the Conm ssioner of Banking and
I nsurance (Conmi ssioner) of the probable ambunt needed to carry out the
provisions of the Law for the ensuing registration |icense year. The
Conmi ssioner is directed by the Law to obtain this anount on behal f of the
Unsatisfied Caimand Judgnment Fund (UCJF) by initially assessing insurers on
an estimated basis in the proportion that the net direct witten prem um of
each insurer bears to the net direct witten premuns of all insurers. The
assessnent is to be subsequently adjusted (trued-up) to reflect the actual net
direct witten prem um of each insurer in the year in which the assessnent was
paid. See N.J.S. A 39:6-63(d).

The Conmi ssioner, in accordance with N.J.S. A 39:6-63(d), has cal cul ated
the nonetary need of the UCIF for fiscal year (FY) 2004 to be $201, 649, 791.

The Conmi ssioner considered the following factors in her calcul ation:

(1) anticipated UCIF cash bal ance on June 30, 2003;

(2) anticipated UCIF paynents from Novenber 1, 2002 to June 30, 2004;

(3) anticipated interest earnings from Novenber 1, 2002 to June 30, 2004;

(4) a cash reserve as a provision for uncertainty.

(1) Anticipated UCIF cash bal ance on June 30, 2003.

The UCJF anticipates its cash bal ance on June 30, 2003 to be $189, 149, 791.
This figure was derived by subtracting the UCIJF' s antici pated excess nedical
benefit (EMB) | oss paynents, uninsured notorist (UM |oss paynents, and
admi ni strative expenses for Novenmber 1, 2002 through June 30, 2003, fromthe
UCJF's Cctober 31, 2002 cash bal ance and by adding the anticipated interest
earnings on the UCIF' s cash bal ance from Novenber 1, 2002 to June 30, 2003.

(2) Anticipated UCIF paynents from Novenber 1, 2002 to June 30, 2004.

An actuarial analysis of the UCJF' s reported | osses, paid |osses, and claim
counts were studied in order to detect patterns of claimenmergence which were
then used to project future enmergence. |In the study, ultimate | osses were
proj ected for each accident year from 1978 to 2005, a paid |oss pattern was
devel oped based on the UCIF's history of paid |osses, and a schedul e was
devel oped whi ch presents accident year |osses projected to occur during each
cal endar year since 1978 and projected to occur in fiscal years 2003, 2004, and



2005. Projections were based on the application of standard actuari al
t echni ques.

(3) Anticipated interest earnings from Novenber 1, 2002 to June 30, 2004.

Interest earnings on the UCIF's current assets and on all nobnies assessed
for FY 2004 were calculated froma cash flow projection that assuned an annual
interest rate of 2.11%

(4) A cash reserve as a provision for uncertainty.

The UCIF may nmintain a surplus over and above anticipated paynents, not to
exceed the anmount actually paid fromthe UCIF during the 12 full cal endar

nont hs i medi ately precedi ng the assessnent cal cul ation, and nay nmintain a
reserve for pending clains. The UCIF' s desired cash reserve of $12,500, 000 as
a provision for uncertainty is permtted by statute.

The assessabl e 2002 net direct witten premiuns are estinmated to be
$4,032,997,640. This premiumestimate is the aggregate of each insurer's
actual 2001 net direct witten autonobile liability and personal injury
protection premumas reflected in lines of business 19.1, 19.2, 19.3 and 19.4
of page 15 (statutory page 14 data) of each insurer's annual statenent and
includes adjustnents for newy adnitted, withdraw ng or replacenment insurers.
The premi um was adjusted for individual conpany rate |evel changes. To neet
the UCIF's fiscal year 2004 nonetary need of $201, 649, 791 the assessnent rate
must be 5.0%

The 2003 true-up of the UCIF's 2001 assessnent for FY 2002 has been
cal cul ated using actual 2001 net direct witten premuns. The true-up
adj ust nent reapportions anong autonobile insurers the $148,695,006 initially
assessed in March of 2001. The initial prem um base used in 2001 was estinated
at $3, 497,270,375, resulting in an assessnent rate of 4.25% Recal culating the
assessnent rate using the actual 2001 prem uns of $3,651, 240,183 results in an
adj ust ed assessnent rate of 4.0724521%

THEREFORE, it is on this _ 20th_ day of March 2003,

ORDERED that all conpanies witing private passenger and/or conmerci al
autonobile liability insurance pay the UCIF' s 2003 assessnent for FY 2004 in
the ampunt of 5.00% of their estimated 2002 net direct witten prenium and

IT IS FURTHER ORDERED t hat an adj ustnent accounting resulting fromthe
true-up calculation for the UCJF' s 2001 assessnent for FY 2002 be included in
the UCIJF' s 2003 assessnment invoice sent to each insurer; and

IT I'S FURTHER ORDERED t hat such assessnents and adjustnents, as deterni ned
by these calcul ations, are to be paid on or before April 15, 2003*.

This Order constitutes a final agency decision and is effective
imediately. Any appeals fromthis Oder nmust be filed with the Appellate
Division within 45 days of the date of the Order.

_ /sl Holly C. Bakke__
Holly C. Bakke

Conmi ssi oner of Banking
and | nsurance



SUMVARY
UCJF FI SCAL YEAR 2004 FUNDI NG ANALYSI S

Ei ght nonth period from Novenber 1, 2002 to June 30, 2003

Cash bal ance at 10/ 31/02 $ 129,957,972

a. Less anticipated EMB paynents from $ 112,891, 089
11/1/02 to 6/30/03

b. Less anticipated UCIF and ot her $ 3, 523, 366
paynents from 11/1/02 to 6/30/03

c. Plus interest earnings from11/1/02 to 6/30/03 $ 2,165,021

Esti mat ed cash bal ance at 6/30/03 $ 15, 708, 537
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Twel ve nonth period fromJuly 1, 2003 to June 30, 2004

Esti mat ed cash bal ance at 7/01/03 $ 15, 708, 537

a. Less anticipated EMB paynents $ 230, 744, 849
7/1/02 to 6/30/03

b. Less anticipated UCIF and ot her $ 5, 000, 000
paynents from 7/1/03 to 6/30/04

c. Plus interest earnings from7/1/03 to 6/30/04 $ 3, 886, 521

Esti mat ed cash bal ance at 6/30/04 ($ 189, 149, 791)

Esti mated unfunded paynents for FY 2004 $ 189,149,791

Desired cash reserve as a provision for uncertainty $ 12, 500, 000

UCJF's nonetary need for FY 2004 $ 201, 649, 791

Estimated 2002 Net Direct Witten Prem um $4, 032, 997, 640

UCJF's 2003 Initial Assessnent Rate for FY 2004 5. 00%



NOTES TO SUMVARY
a. Anticipated EMB paynents are based upon actuarial projections.

b. Anticipated other UCIF paynents are estimted at $416,667 per nonth. UCIF
paynents are clai mpaynents to eligible individuals who sustain a loss as a
result of a notor vehicle accident with either a known uninsured notorist or a
hit and run vehicle. Oher paynents are adm nistrative costs of the UCIF.
Estimates are based upon paynents from previous years.

c. Interest earnings are calculated froma cash flow projection. An annual
average interest rate of 2.11% was sel ected. The average annual rate of the
New Jer sey Cash Managenent Fund (CMF) as of Septenber 30, 2002 was 2.11% Due
to variations during the past year, the 2.11%rate was selected as a
conservative approach to the UCIF s interest earnings calcul ation.

d. The provision for uncertainty ($12.5M has been increased slightly froml ast
year's report ($10.0M to reflect the potential unexpected upward devel opnment
of | osses.

Esti mat ed cash bal ance as of June 30, 2004 reflects the cash bal ance that woul d
occur if the assessnment were not nade.

* The original due date of March 31, 2003 has been extended by the
Conmi ssi oner due to pending |egislation that would nove the function of the
Unsatisfied Caimand Judgnent Fund to the New Jersey Guaranty Associ ation.



